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1 . REPORTS AND SPECULATION IMMEDIATELY PRECEDING AND 
FOLLOWING THE RESIGNATION OF FINANCE MINISTER BARUA 
SUGGESTED THAT FORCES WITHIN THE GOP OPPOSED TO THE 
PRESENT ECONOMIC TEAM-INCLUDING CENTRAL BANK 
PRESIDENT SANTISTEVAN AND HIS STAFF AS WELL AS 
BARUA-HAD WON OUT IN THE INTERNAL STRUGGLE OVER 
THE OOP'S ECONOMIC POLICY DIRECTION. INDEED, AS 
REPORTED REFTEL, ONE NEWSPAPER STATED ON MAY 17 
THAT SANTISTEVAN AND SOME OTHER MEMBERS OF THE 
CENTRAL BANK BOARD OF DIRECTORS HAD RESIGNED. 

SUCH SPECULATION WAS WELL FOUNDED SINCE THE ECONOMIC 
STABILIZATION PROGRAM WHICH ALLEGEDLY BROUGHT BARUA INTO 
DIRECT CONFRONTATION WITH INDUSTRY MINISTER IBANEZ 
O BRIEN HAD IN FACT ORIGINATED FOR THE MOST PART IN THE 
CENTRAL BANK. ANOTHER PREVAILING VIEW WAS THAT BARUA'S 
REPLACEMENT, WALTER PIAZZA. HAD BEEN CHOSEN BECAUSE HE 
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WOULD BE MORE WILLING TO ACCEDE TO THE DEMANDS OF THE 
MILITARY LEADERSHIP OF THE REVOLUTIONARY GOVERNMENT TO 
RELAX THE TIGHT MONEY POLICIES OF HIS PREDECESSOR. IF 
HIS AIM WAS TO TURN THIS POLICY AROUND. IT WAS ASSUMED 
THAT HE WOULD START BY CHOOSING NEW PERSONNEL FOR THE 
CENTRAL BANK. 
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2. HOWEVER, THIS SPECULATION HAS NOT BEEN BORNE OUT BY 

ANY OFFICIAL CONFIRMATION OF CENTRAL BANK RESIGNATIONS DURING 
THE COURSE OF THE PAST TWO DAYS. IN FACT, THE STORY IS NOW 
CIRCULATING (E/C COUNSELOR HEARD IT FROM A LOCAL US BANK 
REP) THAT PIAZZA CALLED ON SANTISTEVAN ON MAY 17 AND RE- 
QUESTED HIM AND HIS STAFF TO WITHDRAW THEIR LETTERS OF RE- 
SIGNATION. ACCORDING TO THIS VERSION, PIAZZA TOLD SANTIS- 
TEVAN HE WOULD WORK CLOSELY WITH THE CENTRAL BANK TO DE- 
VELOP A REASONABLE ECONOMIC STABILIZATION PROGRAM WHICH 
WOULD MEET IMF STAND-BY REQUIREMENTS, AND WOULD DO HIS 
BEST TO GET THE CABINET TO APPROVE IT. LENDING CREDENCE TO 
THIS REPORT IS FACT THAT TOP ECONOMIST ON SANTISTEVAN'S STAFF 
INFORMED EMB OFF LATE MAY 17 THAT THE CENTRAL BANK TEAM 
WOULD STAY ON. 

3. COMMENT: OBVIOUSLY THE SITUATION IS STILL 
UNSETTLED AND WE ARE ATTEMPTING TO LEARN ACTUAL 
STATE OF AFFAIRS. THERE ARE ELEMENTS WITHIN 
GOVERNMENT WHO ARE INCLINED TO GIVE WAY TO GROWING 
PRESSURE FROM BOTH LABOR AND BUSINESS FOR MORE LIBER- 
ALIZED, I.E. STIMULATIVE AND PROBABLY INFLATIONARY, 

ECONOMIC POLICY THAN BARUA'S. THEY WOULD PROBABLY 
ACCEPT WITH LITTLE REGRET THE CENTRAL BANK TEAM'S 
RESIGNATION. ON THE OTHER HAND. THERE ARE ALOS 
MEMBERS OF THE GOVERNMENT (PERHAPS INCLUDING THE 
PRESIDENT HIMSELF) WHO REALIZE THE NEED FOR 
AUSTERITY MEASURES ALONG THE LINES THAT BARUA WAS 
PROMOTING. AND WHO WOULD PREFER THAT PIAZZA WORK WITH 
A TEAM OF HIGHLY COMPETENT ECONOMISTS. SUCH A TEAM 
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WILL UNDOUBTEDLY BE AN IMPORTANT ASSET IF PERU PLANS 
TO CONTINUE ITS CURRENT EFFORTS TO OBTAIN AN IMF 
STAND-BY AND/OR GOES ONCE AGAIN TO THE INTERNATIONAL 
BANKS FOR BALANCE OF PAYMENTS SUPPORT. DEAN 
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